BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA
DOCKET NO. 2018-218-E - ORDER NO. 2018-538
AUGUST 1, 2018
IN RE: Application of Duke Energy Carolinas, LLC ) ORDER GRANTING
for Approval to Issue and Sell Securities ) AUTHORITY TO ISSUE
) AND SELL SECURITIES

This matter comes before the Public Service Commission of South Carolina
(“Commission”) upon an Application from Duke Energy Carolinas, LLC (*Duke Energy
Carolinas” or the “Company”) for an order approving the Company’s request for prior
approval to issue and sell a maximum of $4,000,000,000 aggregate principal amount of
securities in the manner described in the Application (“Application”). Duke Energy
Carolinas’ Application was filed on June 29, 2018.

Duke Energy Carolinas served its Application on the South Carolina Office of
Regulatory Staff (“ORS”). Also, ORS informed this Commission by correspondence dated
July 6, 2018, that it had no objection to the request. The Application was approved by this
Commission at our meeting on July 11, 2018. This Order explains the basis of the approval.

Based on the verified Application and exhibits, and the Commission’s entire record,

we make the following findings and conclusions:
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FINDINGS OF FACT

1. The Company is a limited liability company duly organized and existing
under the laws of the State of North Carolina, domesticated under the laws of the State of
South Carolina to conduct business within this state. It is engaged in the business of
generating, transmitting, distributing and selling electric power and energy, and is a public
utility subject to the jurisdiction of this Commission and the North Carolina Utilities
Commission. Itisa public utility under the Federal Power Act, and certain of its operations
are subject to the jurisdiction of the Federal Energy Regulatory Commission. The
Company is a wholly owned subsidiary of Duke Energy Corporation (the “Corporation”),
which is a holding company headquartered in Charlotte, North Carolina. Duke Energy
Corporation wholly owns six other regulated, public utility subsidiaries, Duke Energy
Progress, LLC, Duke Energy Florida, LLC, Duke Energy Indiana, LLC, Duke Energy
Ohio, Inc., Duke Energy Kentucky, Inc., and Piedmont Natural Gas Company, Inc. In
addition, Duke Energy owns various nonregulated energy businesses primarily located in
the U.S.

2. The Company proposes, pursuant to its Application in this Docket, to issue
and sell from time to time a maximum of $4,000,000,000 aggregate principal amount of
all or any combination of the following (collectively, the “Proposed Securities”):

0] Long-Term Debt Securities (“Proposed Debt Securities”)

The Proposed Debt Securities may be unsecured debt instruments or First and

Refunding Mortgage Bonds. To the extent the Proposed Debt Securities are Senior Notes,

they will be created and issued under the Senior Indenture as heretofore supplemented or



DOCKET NO. 2018-218-E — ORDER NO. 2018-538
AUGUST 1, 2018
PAGE 3

as further supplemented by a Supplemental Indenture to be executed in connection with
their issuance.

To the extent the Proposed Debt Securities are Subordinated Notes, they will be
created and issued under the Company’s Subordinated Indenture to the Bank of New York
Mellon, as Trustee, dated as of December 1, 1997, as heretofore supplemented or as further
supplemented by a Supplemental Indenture to be executed in connection with their
issuance.

To the extent the Proposed Debt Securities are the Company’s First and Refunding
Mortgage Bonds, they will be created and issued under the Mortgage, as heretofore
supplemented and as to be further supplemented and amended by a Supplemental Indenture
to be executed in connection with their issuance. They will be subject to all of the
provisions of the Mortgage, as supplemented, and by virtue of said Mortgage will constitute
(together with the Company’s outstanding First and Refunding Mortgage Bonds) a first
lien on substantially all of the Company’s fixed property and franchises.

When any of the Proposed Debt Securities are issued for refunding or refinancings,
the Company proposes to execute the proposed transactions so that, over time, there will
be no material effect on the Company’s capitalization with respect to the source of funds.

(i) Long-Term Bank Borrowing

The Company further seeks permission to make long-term borrowings under its
Master Credit Facility (“Long-Term Bank Borrowings”). On March 16, 2017, the
Company, along with Duke Energy Corporation and certain of its other wholly-owned

subsidiaries (Duke Energy Progress, LLC; Duke Energy Florida, LLC; Duke Energy
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Indiana, LLC; Duke Energy Ohio, Inc.; Duke Energy Kentucky, Inc.; and Piedmont
Natural Gas Company, Inc.) entered into a $8,000,000,000 Five-Year Credit Agreement
with the lenders listed in the agreement: Wells Fargo Bank, National Association, as
Administrative Agent; Bank of America, N.A., JPMorgan Chase Bank, N.A., and Mizuho
Bank Ltd., as Co-Syndication Agents; and Bank of China (New York Branch), Barclays
Bank PLC, Citibank, N.A., Credit Suisse AG (Cayman Islands Branch), The Bank of
Tokyo-Mitsubishi UFJ, Ltd., and Royal Bank of Canada, as Co-Documentation Agents.
The agreement amended and restated the Corporation’s previous $7.5 billion credit
facility, which was due to expire in January, 2020. On January 31, 2018, the agreement
was extended for an additional one-year period to March 16, 2023. The credit agreement,
among other things, supports Duke Energy Corporation’s commercial paper program. The
facility contains borrowing sublimits for the borrowers, including the Company, as set forth
in the agreement. The Company may currently borrow up to $1,750,000,000 under the
facility, and may, at its option, increase the borrowing sublimit to a maximum of
$1,800,000,000. Under the agreement, any borrowing of more than one year in duration
by the Company (or any other borrower other than Duke Energy Corporation) must be
specified as a long-term borrowing in the notice of borrowing to the lenders. A borrowing
by the Company of more than two years in duration requires permission from the
Commission in the manner required for other long-term debt securities. The Company
therefore requests the Commission’s approval for borrowings in excess of two years in
duration, under the Master Credit Facility or such other similar bank borrowing

arrangements the Company may enter into from time to time.
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(i)  Tax Exempt Bond Obligations
The Company proposes to enter into agreements to borrow proceeds from the sale
of tax exempt debt securities issued by one or more governmental authorities (“Tax Exempt
Bonds™), to fund construction of qualifying facilities associated with the Company’s
electric generation plants (and qualifying related expenditures), to reimburse costs
previously expended for such purposes, or to refund previously outstanding Tax Exempt
Bonds. The Company’s obligation to repay the issuing authority may be direct, through a
secured or unsecured loan agreement between it and the authority, or indirect through
financing arrangements such as a letter of credit posted by a bank to secure the Company’s
obligations on the Tax Exempt Bonds. The Company’s direct obligation under a loan
agreement with the authority may be insured by a third party or secured by issuance of a
First and Refunding Mortgage Bond or other secured instrument.
(iv)  Lease Financing Obligations
The Company proposes to enter into lease financing obligations (“Leases”) as a
means to finance its acquisition of property as part of its construction program, including
additions to its electric generation, transmission and distribution facilities, as further
described in the Application.
(V) Interest Rate Management Agreements
The Company requests authority to enter into Interest Rate Management
Agreements in order to manage its interest rate costs, as further described in the

Application.
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3. To the extent the Proposed Securities are issued and sold in one or more
public offerings subject to registration under the federal securities laws, the Company will
sell the Proposed Securities during the effective period of a “shelf” registration statement
which Applicant has filed with the Securities and Exchange Commission in connection
with the registration of such securities, or any replacement of such existing registration
statement. The Company proposes to enter into negotiations with, or request competitive
proposals from, investment banks or other financial institutions to act as agents, dealers,
underwriters, or direct purchasers in connection with either the public or private offering
of each issuance of Proposed Securities in accordance with the terms thereof. The
Company will determine which sales method and financial institution(s) will provide the
most favorable terms to the Company for any issuance and sale of the Proposed Securities.
Certain types of the Proposed Securities, such as bank borrowings, leases and interest rate
management agreements, are not typically “sold” in a public or private offering. The
method of issuance of such securities, or incurrence of obligations, will be as described in
the “Description of Proposed Securities” portion of the Application. The Proposed Debt
Securities may also consist of debt securities subject to remarketing prior to maturity.
Consistent with prior orders of this Commission, any remarketing of such securities or
resetting of their interest rates prior to the scheduled maturity date would not be deemed to
be a reissuance of such securities by the Company, so as to reduce the amount of securities
otherwise permitted to be issued by the Company pursuant to the terms of this Order.

4. We find that the authority requested is to replenish the authority previously

granted under Commission Order No. 2016-167 in Docket No. 2016-63-E. We find that
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the remaining authority granted in that Order be terminated, and such remaining amount of
securities authorized therein subsumed within the authority granted under this Order.

5. We further find that the Company will pay no fee for services (other than
attorneys, accountants, trustees, rating agencies, and fees for similar technical services) in
connection with the negotiation or consummation of the issuance and sale of any of the
Proposed Securities, nor for services in securing underwriters, agents, dealers or purchasers
of such securities (other than fees negotiated with such persons).

6. We find that the proceeds from sales of the Proposed Securities may be used
for (a) the purchase or redemption of the Company’s outstanding higher cost securities, (b)
refunding maturing securities, (c) financing the Company’s ongoing construction including
the acquisition of nuclear fuel as described in Section 9 of the Application, or (d) the
Company’s general purposes, as allowed. In each case, such proceeds may be used for the
repayment of short-term debt incurred for such purposes.

7. We find that the Company has set forth the purposes of the issuance and
sale of the Proposed Securities and that the purposes are lawful objects within the limits of
the Company’s authority and purposes under the applicable laws and regulations, and as
set forth in its Limited Liability Company Operating Agreement, as amended, which is on
file with this Commission.

8. We find that the issuance and sale of the Proposed Securities will be
compatible with the public interest, will be necessary and appropriate for, and consistent

with, the proper performance by the Company of its service to the public as a utility, will
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not impair its ability to perform that service, and will be reasonably necessary and
appropriate for such purpose.

CONCLUSIONS OF LAW

Based upon the foregoing Findings of Fact and review and study of the verified
Application, the Commission is of the opinion, and so finds, that the Company is a public
utility subject to the jurisdiction of this Commission with respect to its rates, service, and
securities issues and makes the following conclusions in regard to the issuance and sale of
the Proposed Securities, as set forth in the Company’s Application.

1. The Commission concludes that the relief sought by Duke Energy
Carolinas, LLC is consistent with its previous orders.

2. The Commission concludes that the grounds stated in Duke Energy
Carolinas, LLC’s Application are sufficient to support the relief sought by the Company.

3. The Commission concludes that the purposes of the issuance and sale of the
Proposed Securities are lawful objects within the corporate purposes of the Company and
compatible with the public interest.

4. The Commission concludes that the issuance and sale of the Proposed
Securities will be necessary and appropriate for or consistent with the proper performance
by the Company of its service to the public and will not impair its ability to perform that
service and is reasonably necessary and appropriate for such purposes.

5. When the net proceeds from the sales of securities herein authorized are
applied and used by the Company to purchase or redeem certain of the Company’s

outstanding unmatured securities, such issuances will be made from time to time when
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market conditions permit, on terms which would result in a lower cost of money to the
Company. We conclude that any premium paid on purchased or redeemed debt securities
will be amortized over the life of the new securities, and the after-tax amount of such
unamortized premium will be included in the Company’s rate base as a component of
working capital. The net proceeds of any of the Proposed Securities may be applied and
used by the Company to refund maturing securities, including the repayment of short-term
debt incurred for that purpose.

6. ORS does not oppose the relief sought in the Company’s Application.

IT IS, THEREFORE, ORDERED, ADJUDGED AND DECREED THAT:

A. ORS was properly served with the Application in this Docket and does not
oppose the relief sought by the Company.

B. Duke Energy Carolinas, LLC is hereby, authorized, empowered, and
permitted, upon the terms and conditions set forth in its Application to issue and sell from
time to time a maximum of $4,000,000,000 aggregate principal amount of the Proposed
Securities as described in the Application; and

C. To use the net proceeds of such sales to purchase or redeem higher cost
securities, to refund maturing securities, to finance its ongoing construction (including the
acquisition of nuclear fuel), and for its general purposes.

D. The terms and conditions proposed for the issuance and sale of securities

are reasonable and permitted by law in the manner set forth in the Company’s Application.
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E. The purposes of the issuance and sale of the Proposed Securities are lawful
objects within the limits of the Company’s authority and purposes under the applicable
laws and regulations.

F. The issuance and sale of the Proposed Securities will be necessary and
appropriate for, and consistent with, the proper performance by the Company of its service
to the public as a utility, will not impair its ability to perform that service, and will be
reasonably necessary and appropriate for such purpose.

G. That approval of the Application does not bind the Commission as to the
ratemaking treatment of this issuance.

H. That this Order shall not, in any way, affect or limit the right, duty, or
jurisdiction of the Commission to further investigate and order revisions, modifications, or
changes with respect to any provision of this Order in accordance with the law.

I This Order shall become effective upon the signature of the Chairman and
counter signature of the Chief Clerk and shall remain in full force and effect until further
order of the Commission.

BY ORDER OF THE COMMISSION:

Comer H. “Randy” Randall, Chairman

ATTEST:

Al A

Jocelyn Boyd, Chief Clerk/Administrator




